
AMENDED IN SENATE APRIL 25, 2005

SENATE BILL  No. 325

Introduced by Senator Ducheny

February 16, 2005

An act to add Section 5701.7 to the Welfare and Institutions Code,
relating to mental health, and making an appropriation therefor.

legislative counsel’s digest

SB 325, as amended, Ducheny. County reimbursement.
The Bronzan-McCorquodale Act establishes provisions to organize

and finance community mental health services for persons with mental
disorders in every county through locally administered and locally
controlled community mental health programs.

Existing law provides for the allocation of state sales tax revenues
and vehicle license fees into the continuously appropriated Local
Revenue Fund, for allocation to counties for various stated purposes,
from the accounts contained in the fund.

Existing law provides that counties are to continue to receive
reimbursement from specifically appropriated funds for costs
necessarily incurred in providing psychotherapy and other mental
health services for pupils with disabilities and that counties are not
required to provide any share of those costs or to fund the cost of any
part of these services with money received from the Local Revenue
Fund for reimbursement claims for services delivered in the 2001-02
fiscal year and thereafter to those pupils.

Existing law authorizes counties to utilize money received from the
Local Revenue Fund to fund the costs of any part of necessarily
incurred in providing any part of psychotherapy and other mental
health services for handicapped and disabled pupils and provides that
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counties who use money from that fund for those services are eligible
for reimbursement from the state.

This bill would authorize counties to seek reimbursement from the
Local Revenue Fund for all verified excess costs to fund assessments,
psychotherapy, and other mental health services allowable under
federal regulations and required by state law.

This bill would also require the California Department of Education
and the State Department of Mental Health to conduct a joint study
and, no later than April 15, 2007, submit a report to the appropriate
committees of the Legislature, on procedures for counties to utilize in
documenting services provided to disabled children and procedures
for obtaining reimbursement for excess costs.

This bill would appropriate $69,000,000 from funds payable under
the Federal Trust Fund, and $_____ from the General Fund, to the
State Department of Mental Health for allocation to county mental
health agencies for the purposes of providing mental health services
for the 2005-06 fiscal year under individualized education program
developed pursuant to the federal Individuals with Disabilities
Education Act. The bill would declare county mental health agencies
eligible for reimbursement of unreimbursed costs under the State
Mandates Claims Act.

Vote:   majority 2⁄3. Appropriation:   no yes. Fiscal committee: 
 yes. State-mandated local program:   no.

The people of the State of California do enact as follows:
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SECTION 1.  (a)  The sum of _____ dollars ($_____) is
hereby appropriated from the General Fund to the State
Department of Mental Health for allocation to county mental
health agencies for costs associated with performing services set
forth in this section.

(b)  The sum of sixty-nine million dollars ($69,000,000) from
funds payable from the Federal Trust Fund is hereby
appropriated to the State Department of Mental Health for
allocation to county mental health agencies for costs associated
with performing services as set forth in this section.

(c)  The funds appropriated by this section shall be used
exclusively to support mental health services that were both
included within an individualized education program pursuant to
Section 300.24 of Title 34 of the Code of Federal Regulations
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and were provided during the 2005-06 fiscal year by county
mental health agencies pursuant to Chapter 26.5 (commencing
with Section 7570) of Division 7 of Title 1 of the Government
Code. Funding under this section shall not be provided for
services that are not required pursuant to the federal Individuals
with Disabilities Education Act. Funding provided under this
section shall offset any mandate reimbursement claims for the
fiscal year that may be filed by a county pursuant to Chapter
26.5 (commencing with Section 7570) of Division 7 of Title 1 of
the Government Code.

(d)  (1)  Funds appropriated under subdivision (b) shall be
allocated to county offices of education for allocation to county
mental health agencies. The funds shall be distributed consistent
with an allocation plan formulated by the State Department of
Mental Health, in consultation with representatives of county
mental health agencies.

(2)  The allocation plan shall be based on the most accurate
available data, including, but not limited to, county cost reports
for this program and shall include a minimum-based
methodology to address small county concerns. County offices of
education shall allocate funds to county offices of mental health
within five business days after receipt from the State Department
of Education.

(3)  Following the end of the fiscal year, county mental health
agencies shall provide documentation of actual services and
costs to county offices of education in a form that permits the
county offices of education to certify that all costs actually
incurred are allowable under the federal Individuals with
Disabilities Education Act (20 U.S.C. Sec. 1400 et seq.) and were
provided during the fiscal year by county mental health agencies
pursuant to Chapter 26.5 (commencing with Section 7570) of
Division 7 of Title 1 of the Government Code.

(4)  Based on this documentation, any county mental health
agency allocation that exceeds actual documented costs for
allowable services shall be reallocated on a pro rata basis to
other counties where actual costs exceed the allocation.

(5)  At least 50 percent of the allocation of each county shall be
distributed to county offices of education within 30 days after
approval of the allocation methodology by the Department of
Finance. Twenty five percent shall be distributed in January and
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15 percent in March, with the final 10 percent, as adjusted for
actual costs, distributed upon final cost settlement for the
2005-06 fiscal year claims.

(6)   Any amounts reallocated from counties not expending
their allocations shall be provided to the other counties. No
county shall be entitled to receive, after claims are cost settled,
more funding than what was actually expended for purposes of
this section.

(e)  (1)  Funds appropriated under subdivision (a) shall be
distributed consistent with an allocation plan formulated by the
State Department of Mental Health, in consultation with
representatives of county mental health agencies.

(2)  The allocation plan shall be based on the most accurate
available data, including, but not limited to, county cost reports
for this program, and shall include a minimum-based
methodology to address small county concerns.

(3)  At least 50 percent of the allocation to each county shall be
distributed within 30 days after approval of the allocation
methodology by the Department of Finance. Twenty-five percent
shall be distributed in January and 15 percent in March, with the
final 10 percent, as adjusted for actual costs, distributed upon
final cost settlement for the 2005-06 fiscal year claims.

(4)  Any amounts reallocated from counties not expending their
allocations shall be provided to the other counties. No county
shall be entitled to receive, after claims are cost settled, more
funding than was actually expended for this program.

(f)  The State Department of Mental Health shall submit the
allocation plans developed pursuant to subdivisions (d) and (e)
to the Department of Finance and the Joint Legislative Budget
Committee within 30 days after the enactment of the 2005-06
State Budget with respect to the distribution of the funds
appropriated pursuant to this section. The Department of
Finance shall review the plans and either approve or disapprove
the plans within 21 days of submission. If the Department of
Finance fails to approve or disapprove the plans within the 21
days, the plans shall be deemed to be approved. If the
Department of Finance disapproves the plans it shall submit a
letter to the Joint Legislative Budget Committee that explains the
rationale for disapproval and convene a working group
consisting of representatives of the Department of Finance, the
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State Department of Mental Health, staff of the appropriate
policy and fiscal committees of the Legislature, and
representatives of the California Mental Health Directors
Association. The working group shall jointly develop revised
expenditure plans and submit those plans to the Director of
Finance for approval.

(g)  Of the total funds appropriated pursuant to this section,
any funds determined to be in excess of the total amount of
revenues expended by the counties for the provision of services
pursuant to Chapter 26.5 (commencing with Section 7570) of
Division 7 of Title 1 of the Government Code for the 2005-06
fiscal year shall be reallocated based on an allocation plan
developed by the State Department of Mental Health in
consultation with the California Mental Health Directors
Association, and reviewed by the Department of Finance, for the
reimbursement of prior year unpaid claims.

(h)  Notwithstanding, any provision of law to the contrary, a
county mental health services agency that provides services
pursuant to this section on behalf of the county office of
education and has unreimbursed allowable costs funded
pursuant to this section, shall be eligible for reimbursement of
those costs pursuant to Part 7 (commencing with Section 17500)
of Division 4 of Title 2 of the Government Code. If the statewide
cost of the claim for reimbursement does not exceed one million
dollars ($1,000,000), reimbursement shall be made from the
State Mandates Claims Fund.

SECTION 1.  Section 5701.7 is added to the Welfare and
Institutions Code, to read:

5701.7.  Each county may seek reimbursement from the Local
Revenue Fund for all verified excess costs to fund assessments,
psychotherapy, and other mental health services allowable under
Section 300.24 of Title 34 of the Code of Federal Regulations
and required by Chapter 26.5 (commencing with Section 7570)
of Division 7 of Title 1 of the Government Code.

SEC. 2.  The California Department of Education and the
State Department of Mental Health shall conduct a joint study
and, no later than April 15, 2007, submit a report to the
appropriate committees of the Legislature, containing
recommended procedures for counties to utilize in documenting
services provided to disabled children, costs to the counties in
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excess of state, federal, and local funds to which the counties
have access, and recommended methods by which the counties
may receive reimbursement for their verified excess costs.
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